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SUBJECT: ROC FOREIGN TRADE CONTINUES TO FLOURISH 

1 . ROC FOREIGN TRADE (CUSTOMS BASIS) SET A NEW RECORD IN 
JULY, REACHING 1,546.7 MILLION U.S. DOLLARS WITH EXPORTS 
OF 81 1.1 MILLION AND IMPORTS OF 735.6 MILLION. FOR THE JAN- 
JULY PERIOD, CUMULATIVE EXPORTS AND IMPORTS STOOD AT 4,445.4 
MILLION AND 4,244.2 MILLION, RESPECTIVELY, FOR A SURPLUS 

OF 201.2 MILLION. FOR THIS SEVEN-MONTH PERIOD, U.S. TOOK 
37.3 PERCENT (1,661.5 MILLION) OF TOTAL EXPORTS 
AND SUPPLIED 23.6 PERCENT (1,003.5 MILLION) OF TOTAL IMPORTS. 
ROC'S SURPLUS IN BILATERAL TRADE WITH U.S. THEREFORE 
NOW STANDS AT 658 MILLION. 

2. REFLECTING THE CONTINUED FAVORABLE TRADE PICTURE, ROC 
FOREIGN EXCHANGE RESERVES REACHED A NEW HIGH OF 2,314 
MILLION IN JULY, ACCORDING TO PRELIMIN ARY -AND AS YET 
UNPUBLISHED- DATA PROVIDED TO EMBASSY BY THE CENTRAL BANK 
OF CHINA (CBC). THIS REPRESENTS AN INCREASE OF 26.5 PERCENT 
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ALTHOUGH AN INCREASE IN GOVERNMENT DEPOSITS WITH CENTRAL 
BANK APPEARS TO HAVE NEUTRALIZED MUCH OF THE NEW RESERVES, 
CBC IS CONCERNED ABOUT THE POTENTIAL INFLATIONARY IMPACT 
OF THE BUILDUP OF FOREIGN ASSETS AND HAS UNDERTAKEN 
STUDIES TO DETERMINE HOW THE FUNDS MAY BE USED TO BEST 
ADVANTAGE IN PROMOTING ECONOMIC POLICY OF "GROWTH WITH 
STABILITY." ONE POSSIBILITY TENTATIVELY ADVANCED BY 
CBC DEPUTY GOVERNOR LIANG KUO-SHU IS A PLAN TO PROVIDE 
FINANCING, THROUGH ACCOMMODATIONS TO COMMERCIAL BANKS, 
FOR A SHIPBUILDING PROGRAM TO REEQUIP THE ROC MERCHANT 
FLEET. (GROC IS CONSIDERING SUCH A PROGRAM AS A WAY OF 
PROVIDING WORK FOR THE NEW SHIPYARD AT KAOHSIUNG.) 

3. COMMENT. A CENTRAL DAILY NEWS ARTICLE ON AUG 12 QUOTED 
LIANG KUO-SHU AND CBC GOVERNOR YU AS SAYING THAT ROC'S 
FOREIGN EXCHANGE RESERVES HAD REACHED 2.8 BILLION IN 
JULY. THIS FIGURE REPRESENTS TOTAL GROSS FOREIGN ASSETS 
OF THE BANKING SYSTEM. FIGURE OF 2,314 MILLION IN PARA. 

2 ABOVE REPRESENTS FOREIGN ASSETS MINUS FOREIGN LIABILITIES, 
WHICH WE CONSIDER A MORE MEANINFUL MEASURE OF FOREIGN 
EXCHANGE RESERVES. 
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